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Answer Lies in Personal Appraisal of All—Not Some—of Economic Factors 


by HersBert J. MILLer 


wes now until November in millions of homes there will be the quadrennial review of the poli- 
cies and the administration of our national government. Among many yardsticks used in this 
accounting, one of the most important will be economic prosperity. This takes the form of an 


assertion, “The people have never had it so 
good,” along with the corollary contention that 
government policies and administration are 
largely responsible for this condition. 


This claim has been offered with some general 
statistical material to support it. Many researchers 
in recent contacts with representative groups have 
found a very real interest in some analysis of this 
claim. As research agencies in and out of govern- 
ment are responsible for the facts which support 
or deny the claim, and as government policies are 
advanced as the causal factors in our “better off- 
ness,” I bluntly maintain that you individuals have 
a real responsibility to bring such light as you can 
to this involved issue. 


Thus your request that it be discussed at this 
conference is understandable. In accepting this as- 
signment | want it understood I am speaking only 
for myself. My purpose is to spur you to consider 
producing material which will get into the stream 
of understanding, the need for which is great. 


Too easy acceptance of this assertion that we 
are better off and that government deserves the credit 
can, I fear, dull our alertness to the many vital 
economic issues which should be involved in this 
quadrennial account-taking. 


Actually, a realistic answer to this question can 
be made only by individuals themselves after a per- 
sonal appraisal of all the factors which account for 
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their economic condition. Thus, my purpose is to 
challenge a too glib acceptance of over-all statistics 
and to suggest some of the factors which individuals 
should explore to answer this question for them- 
selves. 


In the economic analysis, | shall use the period 
1939-1951 because it is most frequently employed 
to show our alleged economic progress. 


With this explanation, | propose to discuss some 
statistics on income, individual net worth, national 
wealth and offer some brief comments on non- 
economic yardsticks which individuals should con- 
sider in reaching their answer to the question “Am 
I- better off?” 


Income 


Over-all income statistics comparing 1939 and 
1951 seem to show that we are better off. However, 
individuals should apply these figures with caution. 
Gross figures on income do not reflect necessarily 
that individuals are better or worse off because: 
(1) the statistics should be reduced to disposable 
personal income (that is after personal taxes) ; (2) 
the figures should be adjusted to a constant pur- 
chasing power dollar; and (3) these statistics should 
be expressed on a per capita basis. 


When these three refinements are made, we find 
that per capita disposable personal income in 1939 
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dollars rose from $536 in 1939 to $760 in 1951. a 
42 percent increase. Closer inspection shows, how- 
ever, that all of this increase occurred between 1939 
and 1944. In fact, since the 1944 per capita dis- 
posable income in 1939 dollars was $772, there was 
an actual decrease of some 2 percent from 1944 to 
1951. Table I illustrates these points. 


Interestingly enough, if the period 1929-1939 had 
been used to demonstrate increased per capita dis- 
posable income due to government policies it would 
have turned out a dud, because the figure was virtu- 


ally the same, $535 in 1929 and $536 in 1939. 


These comparisons of per capita disposable in- 
come need further analysis. For example, there are 


earners in some industries may have increased their 
buying power considerably since 1939. On the other 
hand, many other groups, including those living on 
relatively fixed incomes, will find over-all statistics 
misleading. Here are some examples: 


In 1950 two-thirds of the 4 million families 
whose head was retired had income from pensions 
and allowances of less than $2,000. In terms of 
1939 buying power this was $1,156.* By today, it’s 
worth only a thousand dollars. 


The problem promises to get worse as the years 
go by. It is estimated that in 1960 there will prob- 
ably be 15,000,000 persons aged 65 and over. In 


appraising one’s economic status, the question there- 
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6,500,000 more women working now than in 1940. 
A woman who goes to work and employs someone 
to do the housework she formerly did, creates two 
new incomes so far as income statistics go. But 
these two incomes represent services which in part 
were already produced and consumed but not counted 
previously in income statistics. 


Another development qualifying the validity of 
income statistics is the fact that since 1939 there 
has been a net migration of more than 6,000,000 
persons from the farm to urban areas. This change 
in the mode of living may have brought higher 
income but it also has brought higher costs which 
do not add necessarily to individual economic wel- 
fare, such as the cost of commuting, clothing, etc. 


If per capita disposable income statistics were 
a certain yardstick to measure individual economic 
welfare, it would support the theory that all we 
need to do is to have neighbors cut each other’s 
lawns or their wives wash each other’s dishes for 
pay and thus augment the incomes of both. Just 
try to buy anything with that kind of “income.” 


Here is another point. Over-all statistics take no 
account of variations in income among groups. Wage 
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fore must arise, “What if inflation continues at the 
rate of the last thirteen years?” If so, a $300 a month 
retirement income in 1960 will approximate $212 in 
today’s buying power, and will continue to be worth 
less and less as future years of inflation go by. 


The number of persons affected by the decline in 
purchasing power of savings is large and growing. 
It includes some 83,000,000 life insurance policy- 
holders, 20,000,000 present or prospective private 
pension beneficiaries, and 107,000,000 on social 
security rolls, in addition to millions of others hav- 
ing savings and loan shares, U. S. savings bonds, 
government pension benefits and bank deposits. 


There’s a false impression around that flexible 
wage scales have lifted the worker out of the strait- 
jacket which restrains those on fixed incomes. Wage 
increases are generally believed to more than make 
up for dollar depreciation. This belief fails to take 
into account the upward trend of taxation, especially 
the rapid progression of the individual income tax. 
For example, a married man with 2 children earning 
$3,000 a year paid an estimated $133 Federal in- 
come tax in 1952. Even if his income doubles to meet 


*Federal Reserve Bulletin, August 1951, p. 928 and 931 
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Table | 


DISPOSABLE PERSONAL INCOME IN 1939 DOLLARS 


Per Capita, Per Family and Per Worker 
Calendar Years 1929, 1939-1951 


Per Capita 
Percentage 
Change 


Year Amount From 1939 Amount 


1929 $535 —.2% (c) 
1939 536 $2,200 
1940 567 5.8 2,329 
1941 642 19.8 2,616 
1942 720 34.2 2,912 


1943 739 37.8 2,979 
1944 772 44.1 3,098 


1945 757 41.2 3,020 


1946 732 36.6 2,903 
1947 698 30.3 2,777 
1948 724 35.1 2,848 
1949 717 33.7 2,775 
1950 756 41.1 2,928 


1951 760 41.7 2,944 


Per Family* 


Per Worker” 


Percentage Percentage 
Change Change 
From 1939 Amount From 1939 


(c) $1,847 —5.1% 
1,947 
5.9% 1,973 1.3 
18.9 2,013 3.4 
32.4 2,037 4.6 
35.4 1,878 —3.5 
40.8 1,938 — 5 
37.3 1,987 2.0 
32.0 2,205 13.2 
26.2 2,143 10.0 
29.5 2,220 14.0 
26.1 2,295 17.9 
33.1 2,378 22.1 
33.8 2,244 15.3 


“ Number of families estimated for 1939 and 1941-1946. 
” Man-years of full-time employment of wage and salary earners and its equivalent in work per- 


formed by part-time workers. 
© Not available. 
Source: Department of Commerce. 





a corresponding price rise, he will lose real income 
because his Federal income tax at present rates 
would be $799, or 6 times as much. 


Some guidance for self-diagnosis of one’s eco- 
nomic health measured by increased income can be 
found in Table II (p. 41) which presents not only 
what his net income should be in 1952 to give him 
equivalent 1939 buying power but also enables each 
person to determine whether he is as well off as gov- 
ernment figures indicate he should be. 


For instance, a married man with two children, 
whose net income before taxes was $4,000 in 1939, 
would have to make $9,139 in 1952 to reach equiva- 
lent buying power after taxes and inflation. If he is 
to be “better off” to the extent of the general statis- 
tical increase in disposable income sinee 1939, he 
will require an income of $10,690. 


Correspondingly, a $2,000-a-year man in 1939 
needs at least $4,945 to be “better off.” And a 
$10,000-a-year man needs an amazing $30,956. 


Statistics Qualifying Individual Application of 
Over-all Income Figures 


The warning that these income statistics have a 
diverse relationship to individuals is also suggested 
by statements and reports recently by government 
agencies and officials. They suggest that so far as 
apparent increases in disposable income is con- 
cerned, there may be some slips “twixt the statistical 
cup and the individual lip. 

For instance, the Secretary of Labor in a bulletin 
of the Department of Labor shows that increasing 
numbers of people are finding that outgo is as im- 
portant as income in determining their economic 
condition. I quote: “Nearly 45 percent of the wage 
earners of the United States failed to keep pace with 
the 10.1 percent rise in the cost of living from 
January 1950 to June 1951. It is a reasonable es- 
timate that the amount of purchasing power these 
20,000,000 Americans lost in that year and a half 
exceeded $3 billion.”* 


* Labor Information, U. S. Department of Labor, Dec., 1951. 
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Table Il 


(A) NET INCOME REQUIRED IN 1952 FOR A TAXPAYER TO BE AS WELL OFF 
AFTER TAXES AND THE DEPRECIATION OF THE DOLLAR AS IN 1939 


(B) NET INCOME REQUIRED IN 1952 FOR A TAXPAYER TO BE BETTER OFF 
TO THE EXTENT OF THE INCREASE IN DISPOSABLE PERSONAL INCOME 


SINCE 1939 
Married Couple 
Two Children 
(B) 
(A) 1952 Net Income Required to be Better 
1939 1952 Equivalent Off to the Extent of Increase in 
Net Income Net Income Disposable Personal Income 
Before Taxes Before Taxes Since 1939* 
$ 1,000° $ 1,900° $ 2,190° 

1,200° 2,280" 2,693 
2,000” 4,200 4,945 
3,000” 6,649 7,804 
4,000 9,139 10,690 
5,000 11,641 13,664 
6,000 14,220 16,806 
7,000 16,981 20,110 
8,000 19,760 23,486 
9,000 22,712 27,192 
10,000 25,607 30,956 
15,000 44,384 56,291 
20,000 69,028 86,891 
25,000 96,447 124,846 
35,000 171,177 249,942 
50,000 376,308 523,115 
75,000 734,484 939,729 
100,000 1,005,381 1,251,993 


* Disposable personal income in constant dollars per full-time equivalent employee has increased 15.27 


percent since 1939. 
» No Tax. 
Source: Tax Foundation Inc. 


Another government report casting doubt on indi- 
vidual “better-offness” was made by the Federal 
Reserve Board. In a survey of consumer finances, 
made annually from 1948 to 1952, the FRB disclosed 
that in no year covered by the survey did more than 


Likewise, the Department of Agriculture recently 
reported: Actual purchasing power of spendable 
farm income in 1951 was less than in 1942. 


It was just last month that the Bureau of Labor 


Statistics reported that the rising cost of living has 
forced the average American city family to spend 
$400 more than its income after personal taxes.* The 
survey showed that the average urban family’s in- 
come in 1950 was near a record high—$4,300, after 
personal taxes. But, at the same time, family expen- 
ditures reached a new peak of $4,700. To pay the 
difference, people had to dip into their savings, in- 
crease their debt or rely on some other source. 

* Since Mr. Miller’s address, a controversy has developed 


among the various governmental agencies as to the accuracy 
of these BLS figures. Ed’s Note 


one-third of consumers queried say their financial 
condition had improved compared with the previous 
year. 


Individual Net Worth 


Other yardsticks than income affect individual 
economic status. One of these yardsticks is individ- 
ual net worth. 

This concept, which we shall call net worth of 
individuals, is obtained by accounting for assets 
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owned and debt owed. Table III shows the total 
assets and the debt in 1935-1939 prices for 1939 and 
1951. The debt subtracted from the assets gives the 
net worth of individuals, in dollars of constant pur- 
chasing power. This is then expressed in terms of 
per capita, per worker, and per family. 


The figures in this table are startling to those who 
assume we have vastly improved our over-all indi- 
vidual net worth. While the total individual net 
worth is 9.2 percent greater in 1951 than in 1939, 
it is 7.4 percent less per capita, 12.5 percent less 
per family, and 24.7 percent less per worker. Even 
if military assets were included, there would be a 
decline of 2.8 percent per family, 16.2 percent per 
worker, and only a 2.9 percent increase per capita. 


Significantly, also, private debt shows a much 
larger percentage increase in 195] over 1939 than 





do total assets. Individuals are 54 percent further 
in debt even when present dollar purchasing power 
is reduced to that of 1939. 


An individual appraising his economic health 
might well consider the effect of government policies 
on his future balance sheet of net worth. 


National Wealth 


Take another yardstick, national wealth. This is 
another way of getting at the net worth of individ- 
uals since individuals, directly or indirectly, own 
all the real wealth of the country. The major differ 
ence between the national wealth and the net worth 
series is that in the latter, the real assets of business 
are represented indirectly by individual holdings of 
corporate securities. Also, the “National Wealth’ 


Table Ill 
ASSETS, DEBT, AND NET WORTH OF INDIVIDUALS IN 


1935-1939 DOLLARS 
1939 and 1951 


Assets, Total (Billions)* 
Per Capita 
Per Worker’... 
Per Family‘ 
Total Private Assets (Billions) 


Government Non-Military Assets (Billions) 


Debt, Public and Private (Billions)* 
. -° rere 
Per Worker’ . 
Per Family‘ 
Total Private Debt (Billions) . 
Total Government Debt (Billions) 
Net Worth (Billions)° 
Per Capita . 


Per Worker’ . 
Per Family‘ 


Percent 
1939 1951 change 


.$ 414.8 $ 549.5 32.5 


3,560.0 12.3 
10,519.4 — 8.6 
13,003.1 13,798.9 6.1 

356.0 484.2 36.0 
58.8 65.3 11.1 
85.5 189.8 122.0 

653.3 1,229.6 88.2 

2,372.5 3,633.4 15.3 

2,680.3 4,766.2 77.8 

23.1 35.5 53.7 
62.3 154.3 147.7 

329.3 359.7 9.2 

2,516.0 2,330.4 — 7.4 

9,137.6 6,885.9 —24.7 
10,322.9 9,032.7 —12.5 


3,169.3 
11,510.1 





“ Assets consist of: consumers’ durable goods, non-farm residences, farm structures, farm land, farm 
inventories, non-military government assets, and liquid assets including currency, bank deposits, in- 
surance, and corporate and public securities. 

” Man-years of full-time employment of wage and salary workers and its equivalent in work performed 
by part-time workers. 

* Excluding unrelated individuals. 

* Debt includes mortgage debt to institutions on one to four family non-farm dwellings, consumer credit, 
farm mortgage debt, and federal, state, and local debt. 

* Net worth is total assets less private and public debt. If a rough estimate of military assets is included, 
the changes in net worth 1939 to 1951 are as follows: per capita +2.9%, per worker —16.2%, 
per family —2.8%, total +21.4%. 

Source: Department of Agriculture, Department of Commerce, National Bureau of Economic Research, 

Securities and Exchange Commission, and Treasury Department. 





Ss 


a 


EEO Nese mamma I ees 


TAX REVIEW, SEPTEMBER 1952 


ceo oC CO COFCO OOO OOD OOOO OOO OOO OO OOO OOO OOO OO oO oO OOO OOOO Oo 


Table IV 


PER CAPITA NATIONAL WEALTH IN 1929 DOLLARS 
As of December 31, 1929, 1939, 1948 and 1951 


wate eS eS 
Residential, Nonfarm 
Other 

Equipment 

Inventories 


Monetary Gold ond Silver jade: dn. Caer 


Land 


Net Foreign Assets a Z: anette CEN: wet 


* Unofficial estimates. 


1929 1939 1948 1951" 


National Wealth Including Military Assets’... $3,692 $3,250 $3,648 
National Wealth 
Reproducible Tangible Assets 


3,501 3,085 3,150 3,356 
2,511 2,339 2,555 2,789 
1,477 1,365 1,235 1,335 
632 560 522 551 
845 805 713 784 
682 601 846 972 
312 277 353 363 
40 96 121 120 
888 737 536 518 
102 10 59 a9 


" Includes consumers’ semi-durables, perishables, and subsoil assets. 


“ Not available. 
Source: National Bureau of Economic Research. 


concept nets out the effect of all public and private 
debt. Table IV illustrates these factors. 


These figures may disturb those who have believed 
that this country is far richer today than ever before. 
While they reveal a per capita increase in national 
wealth (excluding military assets) of about 9 per- 
cent in 1951 over 1939, they present a decline of 
4 percent in 1951 over 1929. 


The Government Role in “‘Better-Offness” 


When we explore the Government policies which 
have affected our “better-offness” we realize there 
are many which have a direct bearing, such as 
social security, minimum wage law, farm price sup- 
ports, government aids and subsidies. Regulations 
of all kinds, military expenditures and taxes should 
not be forgotten. How individuals will appraise 
these factors as increasing or decreasing their 
“better-offness” is beyond this analysis. 


However, the Government policy of creating a 
huge government debt casts a lengthening shadow 
on statistical disclosures of comparative individual 
income, net worth and national wealth. If one bor- 
rows $1,000 at a bank, which is credited to his 
account, he does not conclude that he is necessarily 


$1,000 better off than the day before. 





In appraising government debt’s effect on eco- 
nomic well-being, a number of questions will arise. 


How productive is the public debt? 


When the peak of the defense spending is past, 
will our income be such as to make the heavy fixed 
debt charge a much greater burden than now? 


Under what economic conditions can we expect 
to start balancing the budget and reducing the debt? 


To what extent has creation of government debt 
encouraged unproductive or unwise expenditures? 


Closely related to government debt policy is the 
trend of inflation which affects not only a com- 
parison of over-all statistics of 1939 and 1951 but 
the future as well. 


If inflation as a government policy is a factor 
in supporting the assertion that we are better off, 
it should be challenged. Inflation has not been an 
unmixed blessing—to put it mildly. 


If inflation has ostensibly increased income and 
national wealth totals, what about some entries on 
the liability side of the ledger? On which side of 
the ledger, in this accounting, do you put the fact 
that we have accepted government deficits which 
add to inflation at the height of a boom? 


Is inflation being used as a political means of 
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avoiding economic disciplines which go with sound 
Government finance? 


If “the way to prevent crippling deflation is to 
damp off explosive inflation,” may not “better- 
offness” based on inflation be a delusion? 


For myself, I stand with Dr. Nourse who ends 
his recent book The 1950's Come First with this 
statement about inflation: 


“|... the dangers that stem from blind or 
reckless policies mount rapidly as the 
total strain increases, even though their 
manifestations may be postponed. 


“So I have spoken out frankly in the 
belief that it is better to face stern reali- 
ties at the outset than to deny or try to 
hide them till accumulating weaknesses 
lead to more serious troubles. For myself, 
I would rather risk criticism now for 
being a partisan of hard-won solvency 
than live pleasantly as a collaborationist 
of inflation.” (page 184) 


Other government policies affect income statistics 
and may carry a liability entry in the economic 
balance sheet. 


a. If the National Government has become our 
biggest banker, our largest insurance company, our 
largest landowner, our largest electric power pro- 
ducer, our largest employer, the largest contributor 
to State governments, the biggest anything, does it 
connote assets or liabilities? 


b. Does the fact that public wealth per capita 
in 1929 dollars rose from $350 in 1928 to $500 in 
1948 while private wealth per capita shrank from 
$3,100 to $2,700 in the same period mean economic 
progress ? 


c. Does the fact that government expenditures 
and taxes have now reached such heights that the 
burden must fall more and more on consumers 
and the lower income levels support the thesis we 
are getting better off? Note that the individual 
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exemption in Federal income tax in 1939 was 
$1,000 and today is just $320 in 1939 prices. 


Non-Economic Yardsticks 


It is part of the American ethical tradition that 
our roots must give us character and _ spiritual 
nourishment. We have accepted the faith that “man 
does not live by bread alone.” Any individual ap- 
praisal of our “better-offness” must, therefore, face 
the poet’s timeless challenge, “Ill fares the land 
to hastening ills a prey, where wealth accumulates 
and men decay.” 


This area of diagnosis is too personal to chart 
factors of measurement for others. One might well 
include the following, however: 


Are we making progress toward peace? This 
question was put recently by a prominent cleric 
in noting that the periods of time between wars 
are shortening. 


Are we holding as staunchly to the belief that 
the State was made for man or are we slipping into 
the belief that man is made for the State, or at 
least that he is made by it? 


Is our individual sense of responsibility and our 
self-reliant character deteriorating? 


Are we losing freedom? Would Patrick Henry 
change his stirring “Give me liberty or give me 
death” speech today to, “Is economic security so 
dear, or government subsidy so sweet as to be 
purchased at the price of chains and slavery for 
ourselves and our children”? 


Has our moral fibre in public and private life 
improved since 1939? 


Perhaps in this quadrennial judging of both our 
public officials and our government policies, all of 
us, including those of unquestioned economic pros- 
perity, would do well to stop and think about all 
these factors and relate them carefully to the truly 
vital question, “Are we better off?” 


* 











